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Abstract: Accessibility to affordable housing for low income people are one of the housing problems in Indonesia, especially in major 
cities like Jakarta and Surabaya.   Government has provided indirect subsidised on home ownership for low income people through 
planning instrument such as inclusionary zoning.  However, low cost housing has been located in cheaper land which is very far from city 
and employment centre.  This paper aims to discuss recent government initiatives to support low cost strata title housing in prime location 
which closer to the employment centre. 
This paper compares the characteristics of existing affordable housing solutions and focus on a new initiative as a case 
study.  Learning from this initiative will allow a recommendation on application of similar scheme in other sites.  The land availability, 
high construction cost, culture barriers and higher risk with lower return have been named as main barriers on repeating this model in 
other sites.  Moreover, the high-rise solution is still very expensive compared to landed houses. 
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1. INTRODUCTION  
 
 
Housing is a basic need for everyone after food and clothing.  
However, many low income people have difficulties on accessing 
affordable housing especially in major cities.  High demand and 
limited supply in the prime locations such as the main 
employment centres have multiplied the housing cost.  Thus, 
majority of low cost housing development has been pushed 
outside the city (Hutabarat, 2010).  This common problem not just 
affects the developing countries but also in developed countries. 
In developing countries, the problems are accumulated 
because of a huge number of people in the low tail of income 
distribution live in the major cities.  The concentration of 
economic activities in major cities has attracted people from 
regional or rural areas to migrate to the major cities.  Moreover, 
the major cities offer better employment opportunities, education 
quality, health services and other amenities. 
This paper discusses problems, existing and new solutions 
that have been introduced in major cities in Indonesia.  
Accessibility to affordable housing for low income people are one 
of the housing problems in Indonesia, especially in major cities 
like Jakarta and Surabaya (Hutabarat, 2010).   Government has 
provided indirect subsidy on home ownership for low income 
people through planning instrument such as inclusionary 
zoning.  However, low cost housing has been located in cheaper 
land which is usually very far from city and employment centre.   
This paper aims to discuss existing affordable solutions and 
learn from recent government initiatives to support low cost strata 
title housing in prime location which is not far from employment 
centre.   This paper uses qualitative data from interview main 
developers who have experiences on developing low cost strata 
title housing in Jakarta and Surabaya.  The interview questions 
related to criteria success factors, challenges and required 
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incentives to attract similar project in the future.  The next 
literature review sections covers Indonesian housing and 
affordable housing initiatives in Indonesia. Then, low cost strata 
title housing in Surabaya is described.   
 
 
2. INDONESIAN HOUSING 
 
Indonesia is a large archipelago countries consist of 17,508 
islands (see Figure 1).  However, many islands have no inhabitant. 
Indonesia will reach 250 million people in 2010 (The World 
Factbook, 2010), which 95 percent live in five big islands.  Table 
1 which derives from 2000 Census shows that nearly 60 percent 
of Indonesian population live in Java Island.  Thirty five percent 
of the population lives in the other four major islands (Sumatra, 
Kalimantan, Sulawesi and Papua).  The other 5 percent live in 
5,990 smaller islands. 
 
 
 
 
 
 
 
 
 
 
Figure 1: Map of Indonesia  
Source: The World Factbook (2010) 
 
Housing is a hot issue in a land-scarce region that attracts the 
close attention of both the government and the community (Chen, 
Ganesan and Jia, 2005). Thus, available land can be optimized by 
increasing density in the current land use.  In addition, mass house 
building projects represent one of the largest and most established 
project based sectors of the construction industry in most 
developing countries (Ahadzie, Proverbs and Olomolaiye, 2008), 
which associated with changes in land use and environmental 
issues (Chen, Ganesan and Jia, 2005). The types of mass house 
building could include terrace, apartment, condominium, semi 
detached or a combination of them.  
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Table 1: Population of Indonesia by Major Provinces 
Province Capital city Population –Prov. (2000) 
North Sumatera Medan 11,649,655 
Riau (include Batam island) Pekanbaru 4, 957,627 
Jakarta Jakarta 8,389,443 
West of Java Bandung 35,729,537 
Central of Java Semarang 31,228,940 
Yogyakarta  Yogyakarta 3,122,268 
East of Java Surabaya 34,783,640 
South Kalimantan Banjarmasin 2,985,240 
South Sulawesi Makassar 8,059,627 
Indonesia  206,264,595 
Source: Badan Pusat Statistik (2010) 
 
The scarcity of land for landed houses in the area near major 
centres is the main consideration for Indonesian government to 
release the “High-rise Apartment” Act no 16 in 1985, which also 
regulates low cost apartment.  Thus, low income people can afford 
their basic needs, a livable unit and neighbourhood.  The act 
regulates the development, ownership, mortgage and occupancy 
management.  The Act has been supported by President and 
minister of housing decrees which provide guidelines for 
development, building, management, government grants, pricing 
calculation and budget funding (Housing Minister, 2010a).   
Another related acts is “Housing and Human Settlement” Act no. 
4 in 1992, which regulates lease, sales and mortgage agreement.  
It also regulates large development, town planning compliance 
and delegation possibility to local government. 
In the city centre (especially in Central Business District), 
residential uses have been replaced by commercial uses, 
especially in the (finance and business) services sectors to a large 
extent (Lewis, 2007).  The changes of land use have pushed the 
land price up.  Therefore, within the remaining residential sector 
in many city centres, high-end apartment units have substituted 
for traditional urban communities and informal settlements.   
Due to the lack of land available near the employment, low-
income people occupy non-urban designated land to build 
informal housing.  Unfortunately, some of the informal housing 
settlements are in the inappropriate place such as riverside.  The 
local government in Surabaya plan to evict them not just because 
it causes water pollution but also visual pollution.   
 
 
3. AFFORDABLE HOUSING 
 
Housing is basic needs and Indonesian government has supported 
low-income people to rent or own their home through two 
programs, affordable landed housing and affordable high-rise 
apartments.  Indonesian government has not provided public 
housing, but only through Perumnas (National Urban 
Development Corporation) which government owned 
development agency which offered very small number of low cost 
housing.  Both programs require affordable housing finance 
scheme which discussed in the next section.  The state housing 
bank have also played important role in providing housing for 
low-income people. The challenges and opportunities of 
affordable high-rise apartment development are also investigated. 
 
 
3.1 Affordable housing finance 
 
The state housing bank of Indonesia (BTN) was founded in 1897 
as a savings bank.  In 1974, this bank was directed to expand into 
delivering subsidised housing finance to low and moderate 
income households (Hoek-Smit, 2005).  According to Struyk, 
Hoffman and Katsura (1990, p. 171), in April 1989, BTN’s 
interest rates for mortgage credit were 9-15 per cent, about half of 
the interest rates offered by the commercial banks (24 per cent on 
average).  This facility has boosted the housing sector (Winarso, 
1999, Firman, 2000, Winarso and Kombaitan, 2001). 
The government keeps the housing loan interest rates low by 
offering opportunities to national banks to act as agents. But up to 
now, government is only subsidising two banks that specialised on 
housing loan, the State Mortgage Bank or stage housing bank 
(BTN) and Bank Papan Sejahtera.  BTN was created to provide 
mortgages for low-middle income groups, whilst Bank Papan 
Sejahtera was established to serve the higher income people 
(Winarso and Firman, 2002).  This policy aims to increase the 
number of lenders as well as the value of the loans (Winarso, 
1999, Firman, 2000).   The banks actively serve as the loan 
subsidy agent, and currently serve more than 95% of the loan 
subsidy scheme. 
Another financial option for low to middle income household 
in Surabaya is funded by housing cooperatives (Yayasan Kas 
Pembangunan-YKP). YKP has also contributed towards 
improving housing conditions.  From their establishment in 1954 
up until 1996 they built 9,848 houses for low and middle-income 
groups.  Initial capital is provided by central government for the 
establishment of the cooperatives, and they continue their 
activities without assistance or subsidy from either public or 
private resources.  Capital is mainly accumulated through saving 
schemes (of down-payments for housing) and from growing 
number of new members (Housing Cooperative Surabaya, 1999). 
 
 
3.2 Affordable landed housing 
 
Government encourages private developers to build low cost 
formal real estate development.  However, the low cost housing 
products is delivered with low quality.  Ironically, some of the 
home buyers have to demolish and rebuild the house to fit their 
needs.  Few middle income who secure more than one very small 
lots (the smaller building site was 21 m2) amalgamate their sites 
and build bigger house which defeat the government intend to 
house low income people.   
Thus, Indonesian government changes the policy to low cost 
healthy housing which boosts the quality of housing and increase 
the minimum building area.  The government also ensures that 
targeted market will receive the subsidy by tightened the 
eligibility check for buyers who want to obtain subsidy. 
The minimum building area for low cost healthy landed 
home ownership is 29.25 m2.  The ceiling sales price is 56 million 
Rupiah.  Similar grants are offered by the government, free value 
added tax, interest subsidy, deposit grant or deposit loan. 
The development of housing estates, particularly in the 
peripheral areas of large cities, has rapidly transformed the fringe 
areas from dominated agriculture areas into large subdivisions 
(Firman, 1997).  The land conversion has not only affected the 
prime agricultural land, but has also taken place in conservation 
areas which will have seriously negative impact on the 
environment, such as water recharge area.   
In major cities, such as Jakarta and Surabaya, new gated 
suburbs and peripheral new towns have been developed.  
However, these new towns are lack of affordable housing and lack 
of public transportation or inaccessible for people who did not 
own private automobile (Hutabarat, 2010).  This urban sprawl 
solution requires large amount of serviced land.   
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3.3 Affordable high-rise apartment 
 
Due to land scarcity, going up is the most effective solution to 
optimise the available land (Lukita, 2008).  In high-rise apartment 
development, government can deliver both social and hard 
infrastructure more cost effective.  The effectiveness of public 
transportation and road infrastructure in the higher density area 
can be justified easily from the high demand located in relatively 
smaller land area.  Satria (2008b) suggested that vertical housing 
will provide more opportunity to have open space with the same 
density.   
In Indonesia, there are two low cost apartment schemes, 
ownership and rental schemes.  The government offers low cost 
rental apartment units which is a not for profit project run by 
government agency.  Therefore, the government can offer a cheap 
rent for low income people.  On the other hand, the low cost 
ownership apartment units are built by private developer.  The 
government decides the maximum sale price of 144 million 
Indonesian Rupiahs on the low cost ownership apartment.   
Indonesian housing minister opened the high-rise rental low 
cost housing for Indonesian police officers and their family in 
West of Jakarta (Housing Minister, 2010b).  The police housing 
will be an exemplar how to live in harmony with their neighbours 
in the high-rise apartment.  The four-floor apartment of 64 units is 
constructed with pre-cast panels which completed faster with 
higher quality products. 
Kalla (2009a) encourages developers to build 1000 low cost 
strata tile housing (Rusunami) in ten major cities in Indonesia, 
such as Jakarta, Bandung, Semarang, Yogyakarta, Surabaya, 
Banjarmasin, Makasar, Medan, Pekanbaru and Batam.  Fifty 
percent will be built in Jakarta Metropolitan Region. Bandung and 
Surabaya, the 3rd and 2nd largest cities in Indonesia, will have 
30% share of total plan.  The provincial government Jakarta 
allocated 25 per cent of 400 hectare of Kemayoran for rusunami 
project (Kalla, 2009b).  Despite those supports, implementation of 
rusunami projects has many challenges which are discussed in the 
next section. 
National Urban Development Corporation is the only 
development agency owned by government consistently support 
government program to build 1000 tower.  The Indonesian 
government’s National Housing Corporation (Perumnas) is 
pioneering low-income housing construction efforts (Bishop et al., 
1984).  Table 2 list projects and number of units built in different 
cities by National Urban Development Corporation.  National 
Urban Development Corporation (Perumnas) initiates a new form 
of partnership in housing development (Sugoto, 2009).   
Table 2: Low Cost Apartment by National Urban 
Development Corporation 
No Location Quantity (unit) 
1. Medan 448 
2. Palembang 3,584 
3. Jakarta (6 locations) 7,837 
4. Bandung 864 
5. Semarang 168 
6. Surabaya 656 
 Total 13,557 
Source: National Urban Development Corporation (2010a) 
 
Perumnas as the investor works with private land owner to 
develop ten tower low cost apartments in Surabaya, East of Java.  
The first stage, Perumnas will build one cluster of 10 towers of 
5000 subsidised low cost home ownership units.  The apartment 
will be built on 4.5 hectare land with estimate investment of six 
hundred billion Indonesian Rupiah.  The total area will be a 
mixed-housing development.  The second cluster will be built for 
non-subsidised apartment for middle and high income people, 
which will be developed by land owner (private investor). 
National Urban Development Corporation (Perumnas) has 
been developing 21 tower of low cost strata title housing in 
Jakarta.  Some of those projects have been built since 2007 
(Housing Minister, 2010c).  Three of the towers will be developed 
by themselves in Kemayoran.   The rest of the towers will be built 
in partnership with private investors. 
 
 
3.4 Challenges and opportunities of developing 
low cost apartment 
 
One of major challenges on developing low cost apartment 
development is construction cost of a unit apartment more 
expensive than landed low cost housing.  Thus, the sales price of a 
low cost unit is around 2.5 times more expensive of a low cost 
housing. People is prefer to buy small landed house (horizontal) 
further out of Surabaya city or in nearby smaller city such as 
Sidoarjo and Gresik.  The cost of this landed small housing is less 
than 40 per cent of low cost high-rise apartment units.  The 
horizontal house is between 36 to 40 square metres.  The high-rise 
apartment unit is between 21 to 36 square metres (Rumah susun 
Rusunami Murah, 2010). 
Since any high-rise apartment have the same building code 
requirements, the building cost between commercial and low cost 
apartment are similar.  The difference will be only the finishing 
costs, the facility, and the sales price.  The commercial apartment 
can be sold between 400 million to 1 billion Rupiah per unit, 
while low cost apartment is capped for 144 million Rupiah per 
unit. 
Satria (2008a) suggested adjustment of price on the base of 
regions.  Building material in Papua is very expensive or land cost 
in Bali is very high.  The suggestion was taking into account the 
adjusted cost to adjust the housing price (increase the cap based 
on the adjusted material or land cost).  
Other challenges are lack of coordination and rule of the 
games of the low cost strata title housing which has inhibited the 
growth in this area (Kalla, 2009a).  Smith et al. in Yuen et al. 
(2006, p. 583) stated that the problems related to high-rise 
apartment because its designer and its builder do not live in them.  
Buys et al. (2008) also conducted similar research in Brisbane to 
evaluate residents’ experience in living in high-rise units. 
Government provided subsidy for eligible consumers to 
provide attractive opportunities for developer to build low cost 
strata title housing in Indonesia.  The main target market is for 
middle income people and has full time job and fixed income 
(Rumah susun Rusunami Murah, 2010).  The eligible consumers 
receive government subsidy, such as free value added tax 
(government decree number 31 in 2007).  Government provides 
subsidy, for eligible home buyers based on the employment level, 
on interest rate difference up to 5 per cent and/ or deposit grant up 
to 7 million Rupiah (Minister of Housing decree number 
7/PERMEN/M/2007).  
Eligible home buyers based on “Minister of Housing decree 
number 7/PERMEN/M/2007 are: 
1. First home buyer and first time receive subsidy on 
housing  
2. Maximum income per month maximum 4.5 million  
3. Have Tax File Number”  
(Source: Subsidi Rusunami, 2008) 
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4. LOW COST STRATA TITLE HOUSING IN 
SURABAYA 
 
Surabaya is the second largest city in Indonesia which located in 
East of Java.  Its population reached around 3 million in 2000 and 
is growing at around 1.4 per cent a year.  This 350 square 
kilometres city is divided into five administrative areas (each has 
an administrative mayor), 28 districts and 163 sub-districts.  Most 
of Surabaya houses are located in a low land area, 3 to 6 metres 
above sea level, except in the southern part where there are 
elevations up to 25 to 50 metres.  The soil is mostly alluvial layers 
from river or sea sedimentation (Santosa, 2000, p. 175). 
In 2007, number of permanent resident live in Surabaya is 
2.9 million people or 756 thousand households.  Surabaya is an 
old town which majority of people initially live in high density 
kampong (informal housing).  Population growth in Surabaya is 
1.2% per annum which generate high demand on housing.  People 
may live in the informal housing or move to formal housing 
developed by real estate developer (Demografi, 2010).  
Local government of Surabaya has paid serious attention to 
the role and importance of the informal housing sector (kampung), 
with around 70 per cent of low-income housing encompassing 
some kind of home industry (Silas and Santosa, 1994).  Santosa 
(2000, p. 177) stated The Kampung Improvement Program (KIP) 
is one of the best-known upgrading programmes in Asia and has 
been implemented in a range of urban centres in Indonesia.  In 
Surabaya, since 1969 almost all the kampongs have been 
improved through the program.  Between 1979 and 1984, it 
reached 43 kampungs, covering 890 hectares and some 350,000 
inhabitants.  Kampungs cover 70 per cent of the inner-city area; 
however attention is also being paid to those on the urban fringe, 
which plays an important role in providing shelter for the new 
urbanites (who are mostly renters).  Formal housing is supplied by 
real estate developers, public housing developers and cooperative 
housing.  This formal housing supply never exceeds 10 per cent of 
the units built each year.  Other development includes the 
construction of shopping places, offices and other commercial 
buildings.   
Development activities in Surabaya attract migrants from 
rural areas who develop their own livelihoods, but cannot find 
adequate quality housing.  They live in overcrowded boarding 
houses or rented accommodation with inadequate provision for 
basic services.   More people live with inadequate services such as 
drinking water, sanitation, food, health care, school and jobs.   
The land cost in the city is very expensive, thus low cost 
apartment is one of suggested solution. Despite housing minister 
and vice President of Indonesia have encouraged developers to 
build, many developers are not interested to build apartment for 
low income people (Wakhid, 2010).  The progress is very slow in 
Surabaya because the sales price of this apartment has been 
capped as 144 million Rupiah per unit. 
Developers in East of Java (Surabaya) are not willing to 
build low cost strata title housing without incentives on land 
acquisition from the local government. Central government 
through Minister of Housing provides grant on elevator facilities, 
the provincial government provides grants on road facilities 
(Gunawan, 2010).  This program required bigger subsidy as it is 
not economically viable and dominated by political decision. 
Gunawan (2010) suggested that the local government building 
permit charges also hindered the development of high rise 
building.  
In Surabaya, only one project is built as low cost strata title 
housing.  Puncak Permai low cost strata title apartment has began 
construction stage on May 2009 and units have gone to the market 
in early 2009.  The demand on this product is high and it was 
shown by high absorption rates, 10 percent of units were sold 
within a week.  This first stage will be sold in 6 month (Wijaya, 
2009).  The first stage of this seven towers project consists of 700 
units apartment will be handed over to the buyer in 2010.  The 
estimate cost for each tower is 100 billion rupiah. 
The target market for this project is private employee, 
government officers and young executive.  However, they need 
letter of support from local government officer that they are first 
home buyer (never own any house before).  Employee’s income 
between 3.5 to 4.5 million Rupiah per month can afford to buy 
two bed room units for 144 million Rupiah per unit.  For 
employee whose income below 3.5 million per month will be able 
to buy one bed room unit of 90 million Rupiah per unit. 
Developer allocated 40 percent of the unit for low income 
people who is eligible for receiving government subsidy.  Buyers 
receive subsidy on interest rate for four year payment of deposit 
on 9.5 per cent per year.  Other deposit loan is provided by 
Jamsostek.  Another subsidy on home loan is given by Bank BTN.  
The developer of the only low cost strata title housing in 
Surabaya discussed criteria success factors of project depends on 
its location, project size, government subsidy on the project and 
government subsidy on the buyers.  The best location for 
apartment is at the city centre or closed to Central Business 
District (CBD) or Major Centres.  In Indonesia, developer 
classified the primary CBD into class A and secondary CBD for 
major centres in suburban area.  Project size is varied from 
hundred units up to thousand units. 
In the previous scheme, government provided subsidy by 
providing exemption on value added tax for the project.  
Developer may receive government grant for constructing public 
facilities infrastructure through minister of housing in central 
government or housing agencies in provincial government.  
Developers do not receive any capital grants from the 
government.  Thus, developers need to seek their own capital 
loan.  Several banks, such as state housing bank (Bank Tabungan 
Negara – BTN) and Bank Mandiri provide credits for developers 
to support the development of low cost strata title apartments 
(developer 5). 
Government also provides subsidy on interest rate 
differences for two to three yeas.  The government hopes that after 
three years, buyers can pay a full market interest rate payment.  
The home buyers pay installment of deposit during construction 
(developer 4).  The eligible customers might be able to receive 
other subsidies such as interest rate subsidy and deposit loan 
assistance.  The subsidy will support people who otherwise could 
not afford to buy (developer 6).  However, the subsidies have not 
been effectively communicated to the low income people (Susilo, 
2009). 
The low cost apartment project can be achieved from 
“mixed-housing products”, such as combination subsidised units 
and market based units (developer1).  Thus, it can be achieved 
developer’s goal to maximise profit.  
The additional benefits on building low cost apartment is the 
approval or permits related to development will be supported by 
the government and an image that the product is low cost.  In the 
real world, the low cost units only cover the lower levels.  The 
rest of the units (especially in the upper levels) are sold in market 
price (without government subsidy). 
To keep the price low, developer only provides basic features 
and the buyers will require renovating and upgrading it.  Thus, 
buyer will have to pay additional cost for increasing quality of the 
apartment (developer2).  
Developer3 also mentioned that some of challenges for the 
success of the project include development permits, cost and 
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related legislation.  The government provides very limited 
assistance on obtaining development permits. 
One low cost strata title apartment project in Surabaya has 
been cancelled.  Developer has started with pre-construction sale, 
but this project will not go ahead because of the problem on the 
land and also community rejection (Wijaya, 2009).   The 
developer planned to utilise local government land (developer3).  
The process to use government land for high rise apartment very 
convoluted.  Moreover, the fast track process is not possible as 
government officers may be caught inappropriate and corruption 
behaviour.   
The second challenge is the construction cost is relative 
expensive to match the strict building codes.  The local 
government is not prepared to provide concession on related 
codes.  The construction cost is 3 million Rupiah per m2.  This 
cost is purely for construction, which is not included building 
permits, road access, parking, park, finishing for corridor/ lobby 
and utility cost (developer4).  
Developer5 states that local government needs to review 
their building permit cost (IMB).  In Surabaya, building permit 
tariff is more expensive for higher building (up to 8 per cent).  
Thus, above 20 levels, building permit tariff becomes very 
expensive.  In addition, the related law and legislation are very 
strict.  In Surabaya, there is local government policy which 
requires independent city architect to review and make 
recommendation prior to issue building permits.  Similarly, the 
independent review is also required prior to issue building 
occupancy permits. 
The new housing minister have been great on introducing 
new ideas on provide visionary strategies.  However, the detailed 
implementation of the process has not been carefully considered.  
Developer1 states that the government subsidy for home buyer is 
critical on the success of the project.  However, the process on 
getting the subsidy approval is very complicated.  Few screening 
processes have to be done, not just by tax office, bank but also the 
team from Indonesian housing minister.  The main problem of the 
long process of eligibility verification of home buyers is lack of 
coordination among government departments.  The tax office has 
to verify that potential buyer meet the income bracket on the basis 
of their paid income tax.  However, the tax office felt that income 
verification is not their main job and it added more burdens for 
their work.  Many low income people work in the informal sector, 
and therefore, limited paper work is kept and reported through tax 
office (developer 7).  
According to Indonesian developer association (REI), there 
are 10,000 units of subsidized low cost strata title apartment on 
the market.  However, only 60 units (0.6%) have been granted 
free Value Added Tax.  The free Value Added Tax of 10 percent 
is very significant for low income people.  In Surabaya, customer 
of strata title affordable housing has not received government 
approval (developer 6).  Realistically, there is no subsidy has been 
implemented in any low cost apartment in Surabaya. 
Unfortunately, developer cannot afford to subsidise 
customers.  Thus, ‘angry’ customers have only two choices either 
pay ‘additional’ the 10 percent tax (non-subsidy scheme) or 
cancel the purchase.  In this case study, half of customers elect to 
move to non-subsidy scheme and pay additional 10 percent Value 
Added Tax.  The other 30 percent customers have to cancel the 
purchase and the other 20 percent is undecided customers (see 
Figure 2). 
The government incentives have added additional uncertainty 
of unit sales income.  The government intention to assist home 
ownership by providing free value added tax has not been 
successfully implemented in Surabaya.  Developer encourages 
consumers to sign sales agreement without government subsidy 
for the second low cost apartment project in Surabaya to reduce 
uncertainty of long process eligibility verification of home buyers 
(developer 7).  In other development, developer promises that 
buyers will receive government subsidy, thus, developer covers 
the subsidy for buyers who did not get them (developer4).  The 
impact of “in-house” subsidy will reduce even more the limited 
income from the low price units. 
 
Figure 2: Customer Decisions 
 
The developer’s profit on this low cost apartment project 
which is not very attractive compares to high risk and high total 
project cost.  The gross profit for the first low cost apartment in 
Surabaya is only 15 percent and net profit is around 7.5 percent 
(developer 7).  The only lifeline for this project is the low land 
cost.  The developer is also the land owner who purchased it for 
less than 1 million Rupiah per square metre. 
Learning from the past experience on developing low cost 
apartment, five essential incentives are suggested to attract more 
development in the future.  Firstly, the value added tax exemption 
will boost the viability of the project.  Secondly, government 
needs to assist land acquisition and development permit process to 
support feasibility of future projects.  Thirdly, government grants 
will reduce total development cost such as providing grants for 
infrastructure and utility installment. Fourthly, interest rates 
subsidy is effective to make it more affordable for low income 
households.  Finally, review of eligibility requirements for 
receiving government subsidy for home buyers.  
 
 
5. CONCLUSIONS 
 
This paper compares the characteristics of existing affordable 
housing solutions and focus on a new initiative using case study 
approach.  Learning from this initiative allow making a 
recommendation on application of similar scheme in other sites.  
The land availability, high construction cost, culture barriers and 
higher risk with sales price cap have been named as main barriers 
on repeating this model in other location.  Moreover, the high-rise 
solution is still very expensive compare to landed houses. 
Learning from the low cost apartment case study in 
Surabaya, five essential incentives are suggested to attract more 
development in the future.  Firstly, the value added tax exemption 
will boost the viability of the project.  Secondly, government 
needs to assist land acquisition and development permit process to 
support feasibility of future projects.  Thirdly, government grants 
will reduce total development cost such as providing grants for 
infrastructure and utility installment. Fourthly, interest rates 
subsidy is effective to make it more affordable for low income 
households.  Finally, review of eligibility requirements for 
receiving government subsidy for home buyers. 
The government needs to use a wide range of education and 
marketing campaign to reach target market to live in high rise 
apartment.  The first project in Surabaya was not able to go ahead 
 6
because of the land problem and community rejection.  Moreover, 
further investigation on collaboration opportunities between the 
local government and private developer to release land.  Some 
forms of partnership have been attempted especially by National 
Urban Development Corporation (Perumnas) required further 
support from the government especially on releasing government 
own land for building more low cost apartment.  This paper 
recommend further research on possible partnership among 
stakeholders is required to obtain more sustainable housing 
solution (Susilawati, 2009). 
 
 
 
 
References 
 
Ahadzie, D.K., Proverbs D.G., and Olomolaiye, P.O. (2008). “Critical 
success criteria for mass building projects in developing countries”. 
International J. of Project Mgmt, 26, 675-687. 
Badan Pusat Statistik (2010). Population of Indonesia by Province 1971, 
1980, 1990, 1995 and 2000. 
<http://dds.bps.go.id/eng/tab_sub/view.php?tabel=1&daftar=1&id_s
ubyek=12&notab=1> (access 10 May 2010). 
Bishop, V., Woronoff, J., Shapiro, D, Sharp, T., Astbury, S., Patanne, 
E.P., Chi, J., 1984, ”Special Report – Public Housing in Asia”, in 
Asian Business, Hong Kong, 20(11), 35-43. 
Budiman, A., Verbenasari, A., Salim, W. (1996). ”The identification of 
phenomenon of Gerbangkertasusila mega-urban region and Malang-
Surabaya Corridor”, Undergraduate Thesis, Department of Regional 
and City Planning, Institute of Technology Bandung 
Buys, L, Summerville, J., Bell, L. and Kennedy, R. (2008),  “Exploring 
the Social Impacts of High-density Living: Considering the 
residents’ perspective”. Subtropical Cities Conference, Brisbane, 4-5 
September 2008. 
Chen, H., Ganesan, S. and Jia, B. (2005). “Environmental challenges of 
post-reform housing development in Beijing”. Habitat International, 
29, 517-589. 
Demografi. (2010). <http://www.surabaya.go.id/profilkota/index.php? 
id=22>.  (Access 14 May 2010) 
Firman, T., (1997). ”Land conversion and urban development in the 
Northern Region of West Java, Indonesia”, Urban Studies, 34 (7), 
1027-1046. 
Firman, T., (2000). ”Rural to urban land conversion in Indonesia during 
boom and bust periods”, Land Use Policy, 17 (1), 13-20. 
Gunawan, H.J. (2009). Pemkot Surabaya Perlu Dukung Rusunami. 
<http://www.realestatindonesia.org/articledetail.aspx?aid=146>. 
(Access 12 May 2010). 
High-rise Apartment Act (1985). Act no. 16 in 1985 (Undang-Undang 
Republic of Indonesia no. 16 in 1985). 
Hoek-smit, M.C. (2005). The Housing Finance Sector in Indonesia. The 
Housing Finance Business Group, Financial Sector, World Bank. 
Housing and Human Settlement Act (1992), Act no. 4 in 1992 (Undang-
Undang Republic of Indonesia no. 4 in 1992) 
Housing Cooperative Surabaya (1999). Forty-Two Years – Housing 
Cooperative-Surabaya. YKP-KMS. Surabaya. 
Housing Minister (2010a), Peraturan Menteri Perumahan Rakyat, 
<http://www.kemenpera.go.id/cari.asp> (access 6 May 2010)  
Housing Minister (2010b), Menpera Resmikan Rusunawa Polri, 27 April 
2010. <http://www.kemenpera.go.id/detail_brt.asp?id=811>, (access 
7 May 2010). 
Housing Minister (2010c), Perumnas Kembangkan 21 Tower Rusunami, 
<http://www.kemenpera.go.id/detail_brt.asp?id=811>, (access 7 
May 2010). 
Hutabarat, R. (2000). ”Megacity planning in the new millennium”, 
Colloqui, 15, 136-156. 
Hutabarat, R. (2010). ”The city as a Mirror: Transport, land use and social 
change in Jakarta”, Urban Studies, 47(3), 529-555. 
Kalla, J. (2009a). 1000 Rusunami. <http://www.skyscrapercity.com/ 
showthread.php?t=861794>. (Access 8 May 2010). 
Kalla, J. (2009b).  Pemerintah Naikan Subsidi KPR.  <http: 
//regional.kompas.com/read/2008/07/30/21175278/Pemerintah.Naika
n.Subsidi.KPR>. (access 8 May 2010). 
Lewis, B. D. (2007). ”Revisiting the Price of Residential Land in Jakarta”, 
Urban Studies, 44(11), October, 2179-2194. 
Lukita, E. (2008). REI DKI Diminta Bangun Rusunami.  
<http://www.realestatindonesia.org/articledetail.aspx?aid=58>. 
(Access 8 May 2010). 
National Urban Development Corporation (2010a).  Rusunami. 
<http://www.perumnas.co.id/public/?pgid=rusunami>. (Access 8 
May 2010). 
Rumah Susun Rusunami Murah. (2010). <http://bikin.web.id/info-
terbaru/rumah-susun-rusunami-murah/>. (Access 10 May 2010). 
Santosa, H. (2000). ”Environmental management in Surabaya with 
references to National Agenda 21 and the social safety net program”. 
Environment and Urbanisation, 12(2), October, 175-184. 
Satria, T. (2008a). REI usul zonasi harga rusunami. 
<http://www.realestatindonesia.org/articledetail.aspx?aid=116>. 
(Access 10 May 2010). 
Satria, T. (2008b). REI Targetkan 1000 Menara Rusunami hingga 2012. 
<http://www.realestatindonesia.org/articledetail.aspx?aid=116>. 
(Access 10 May 2010).  
Silas, J. and H. Santosa (1994). Urban Environmental Management, 
Strengthening Capabilities at the Local Level. Laboratory of 
Housing and Human Settlements, ITS-Surabaya. 
Some, W., Hafids, W., and Sauter, G. (2009). ”Renovation not relocation: 
the work of Paguyupan Warga Strenkali (PWS) in Indonesia”, 
Environment and Urbanization, 21, 463-475. [online] 
<http://eau.sagepub.com/cgi/content/abstract/21/2/463>. 
Struyk, R.J., Hoffman, M.L., and Katsura, H.M. (1990). The Market for 
Shelter in Indonesian Cities. Washington, D.C.: The Urban Institute 
Press. 
Subsidi Rusunami. (2008). <http://www.rusunami.net/about>. (Access 12 
May 2010) 
Sugoto, H. A. (2009). Perumnas Danai Pembangunan 10 Rusunami di 
Surabaya. 
<http://www.suarapembaruan.com/News/2009/02/17/Ekonomi/eko1
1.htm>. (Access 12 May 2010) 
Susilawati, C. (2009). “Can Risk Management boost the supply of 
Affordable Housing Development and Management?”, International 
Journal of Housing Markets and Analysis, 2 (4), 392-402 
Susilo, B. (2009). Penghapusan Subsidi Hambat Pembangunan RSH dan 
Rusunami. <http://www.realestatindonesia.org/ 
articledetail.aspx?aid=148>. (Access 12 May 2010). 
The World Factbook. (2010). <https://www.cia.gov/library/publications/ 
the-world-factbook/geos/id.html>. (Access 12 May 2010). 
Wakhid, N. (2010). Pemukiman di Surabaya Semakin Padat. 
<http://bikin.web.id/info-terbaru/pemukiman-di-surabaya-semakin-
padat/>. (Access 10 May 2010). 
Wijaya, F. (2009). Apartemen Bersubsidi Mulai Dipasarkan Investasi 
Awal Puncak Permai Rp 100 Billion. 
<http://www.surya.co.id/2009/01/17/apartemen-bersubsidi-mulai-
dipasarkaninvestasi-awal-puncak-permai-rp-100-m.html>. (Access 
12 May 2010). 
Winarso, H. (1999). ”Private residential developers and spatial structure of 
Jabotabek” in P. Chapman, A., K. Dutt, and R. W. Bradnock (Eds.), 
Urban Growth and Development in Asia, Aldershot: Ashgate. 
Winarso, H., and Firman, T. (2002). ”Residential Land Development in 
Jabotabek, Indonesia: Triggering economic crisis?”, Habitat 
International, 26, 487-506. 
Winarso, H. and Kombaitan, B. (2001). ”The large scale land development 
process in Indonesia: the case of Jabotabek”. Paper presented at the 
World Planning School Congress, Shanghai, 11-15 July. 
Yuen, B., Yeh, A., Appold, S.J., Earl, G., Ting, J. And Kwee, L.K. (2006). 
”High-rise Living in Singapore Public Housing”, Urban Studies, 43,  
583-600. [online] 
<http://usj.sagepub.com/cgi/content/abstract/43/3/583> 
 
 
 
